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19 On December 26, 2006, Matrix Telecom, Inc. d/b/a Matrix Business Technologies ("Matrix"

20 or "Applicant") submitted to the Arizona Corporation Commission ("Commission") an application

21 for a Certificate of Convenience and Necessity ("Certificate" or "CC&N") to provide faci1ities~based

22 local exchange telecommunications services in Arizona.

23 On January 25,  2007,  the Commission's  Utilit ies  Division ("Sta ; t lt") t iled a  Let ter  of

24 Insufficiency and first set of data requests in this matter.

25 On May 17, 2007, Matrix tiled its response to the data request.

26 On June 12,  2007,  Staff filed a  second Letter  of Insufficiency and a  second set  of data

27 requests .

28 On July 18, 2007, Staff tiled a third Letter of Insufficiency and a third set of data requests.

BY THE COMMISSION:
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1

2

3

4 re que s ts .

On July 24, 2007, Matrix filed its  response  to the  da ta  request.

On August 3, 2007, Matrix filed a  le tte r in response  to the  da ta  request.

On Augus t 14, 2007, S ta ff file d a  fourth  Le tte r of Ins ufficie ncy a nd a  fourth  s e t of da ta

On August 31 , 2007, S ta ff tiled a  fifth Le tte r of Insufficiency and a  fifth se t of da ta  reques ts .

On S e pte mbe r 5 , 2007, S ta ff tile d  its  S ta ff Re port re comme nding a pprova l of Ma trix's

5

6

7  a pp lica tion .

8 On S e pte mbe r 13, 2007, Ma trix tile d a  Motion for Expe dite d He a ring, re que s ting tha t the

9  he a ring  be  he ld  promptly s o  d irt a  Re comme nde d  Opin ion  a nd  Orde r cou ld  be  pre pa re d  a nd

10 cons ide re d a t the  Commis s ion's  Octobe r ll, 2007 S e curitie s  Ope n Me e ting. In orde r to fa cilita te  a n

l l expedited hea ring, Ma trix s ta ted tha t it would orde r an ove rnight transcript of the  hea ring; wa ive  the

12 10-day pe riod to file  exceptions ; and would promptly publish notice  of the  hea ring.

13 On September 17, 2007, Matrix published notice  of this  ma tte r in accordance  with the  law.

14 O n  S e p te mb e r 2 7 ,  2 0 0 7 ,  a  fu ll p u b lic  h e a rin g  wa s  h e ld  b e fo re  a  d u ly a u th o riz e d

15 Adminis tra tive  La w J udge  of the  Commis s ion a t its  office s  in P hoe nix, Arizona . Ma trix a nd S ta ff

16 a ppe a re d through counse l a nd pre se nte d e vide nce  a nd te s timony in this  ma tte r. On S e pte mbe r 28,

17 2007, a nd Octobe r 4, 2007, Ma trix a nd S ta ff, re s pe ctive ly docke te d la te -file d e xhibits . Afte r the

18 tiling of the  la te -tile d e xhibits , the  ma tte r wa s  ta ke n unde r a dvis e me nt pe nding s ubmis s ion of a

19 Re comme nde d Opinion a nd Orde r to the  Commiss ion.

* * * * * *
* * * *

20

21 Ha ving cons ide re d the  e ntire  re cord he re in a nd be ing fully a dvis e d in the  pre mis e s , the

22 Commiss ion finds , conclude s , a nd orde rs  tha t:

F INDING S  O F FACT23

24 On De ce mbe r 26, 2006, Ma trix s ubmitte d to the  Commis s ion a n a pplica tion for a

25 Certifica te  to provide  facilitie s -based loca l exchange  te lecommunica tions  se rvices  in Arizona

On Ma rch 21, 2007, Trins ic Communica tions , Inc., ("Trins ic") a nd Tide  Acquis ition

27 Corpora tion ("Tide ") e nte re d into a n As s e t P urcha s e  Agre e me nt (the  "AP A") unde r which Tide

28 would a cquire  the  a s se ts  of Trins ic use d to provide  te le communica tions  s e rvice s , a s  we ll Trins ic's

1 .
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1 a ccounts  a cross  the  na tion, including those  in Arizona . Tide  subse que ntly a ss igne d its  rights  unde r

2  the  AP A to  Ma trix.

3 3. On  April 9 , 2007 , Trins ic  a nd  Ma trix tile d  a  jo in t a pp lica tion , in  Docke t No . T-

4 03589A-07-0231, e t a l., seeking expedited Commiss ion approva l to trans fe r control of a sse ts  used to

5 provide  loca l a nd long dis ta nce  te le communica tions  s e rvice s  from Trins ic to  Ma trix. In  the  joint

6 a pplica tion, Trins ic a nd Ma trix re que s t Commiss ion a pprova l on a n e xpe dite d ba s is  be ca use  of the

7 te rms  of the  AP A, be ca us e  Trins ic ha s  file d for ba nkruptcy a nd be ca us e  a pprova l is  ne ce s s a ry to

8 e nsure  the  continua tion of se rvice  to Trins ic's  cus tome rs .l

9 4. In Docke t No. T-03589A-07-0231, e t a l., S ta ff ha s  recommended approva l of the  sa le

10 of a s s e ts  from Trins ic to Ma trix.

l l 5. Trins ic ha s  a pproxima te ly 1,200 cus tome rs  in Arizona , of which 900 a re  re s ide ntia l

12 cus tome rs .

13 6. The  cus tome rs  to  be  tra ns fe rre d from Trins ic to  Ma trix re quire  s e rvice  through a

14 Qwe s t UNE pa cka ge , which re quire s  a  fa cilitie s -ba se d CC&N.

15 7. Currently, Matrix is  managing Trins ic's  a sse ts  under a  management se rvice  agreement

16 executed a s  a  pa rt of Trins ic's  bankruptcy proceeding.

17 8. According to Ma trix, the  ma na ge me nt s e rvice  a gre e me nt wa s  s e t to e xpire  in J une

18 2007; however, the  bankruptcy trus tee  has  extended the  expira tion deadline . (Tr. Pg. 9, line  1-5)

19 9. Unde r the  a pplica tion file d in  th is  docke t, Ma trix s e e ks  Commis s ion a pprova l to

20 provide  fa cilitie s -ba s e d loca l e xcha nge  te le communica tions  s e rvice s  in Arizona  to he lp fa cilita te

21 continued se rvice  to Trins ic's  cus tomers .

22 10. Ma trix wa s  gra nte d a uthority to provide  re s old inte re xcha nge  te le communica tions

23 se rvice s  in Arizona  in Commiss ion De cis ion No. 65926 (Ma y 16, 2003) a nd re sold loca l e xcha nge

24 te lecommunica tions  se rvice s  in Commiss ion Decis ion No. 68343 (December 9, 2005).

25 l l . Ma trix curre ntly ha s  a uthority to provide  re s old loca l e xcha nge  s e rvice s  a nd re s old

26 long dis tance  te lecommunica tions  se rvices  in 49 s ta te s .

27

2 8 1 See Staff Report, docketed September 5, 2007, Docket No. T-03589A-07-0231.
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1 12. Ba s e d on Ma trix's  e xpe rie nce  in the  te le communica tions  indus try, Ma trix ha s  the

2 te chnica l ca pa bilitie s  to  provide  the  te le communica tions  s e rvice s  it is  re que s ting to  provide  in

4

5 2007.

6 14. Ma trix's  fina ncia l s ta te me nts  showe d a sse ts  in e xce ss  of $25 million, ne ga tive  e quity

7 in e xce ss  of $15 million a nd a  ne t income  in e xce ss  of $4 million.

15. Ma trix s ta te s  in its  a pplica tion tha t it doe s  not pla n to colle ct de pos its  from its  loca l

3 Arizona .

13. Ma trix provide d una udite d fina ncia l s ta te me nts  for the  pe riod e nding De ce mbe r 31,

8

9 e xcha nge  cus tome rs .

10 16. Ma trix curre ntly ha s  a  $25,000 pe rforma nce  bond on file  with the  Commiss ion for its

l l resold loca l exchange  services .

12 17. All CC&Ns for facilitie s -based loca l exchange  se rvice  mus t be  secured by a  minimum

13 bond or irre voca ble  s ight dra ft le tte r of cre dit in the  a mount of $100,000. S ta ff recommends tha t

14 Ma trix incre a s e  its  e xis ting pe rforma nce  bond or s ight dra ft le tte r of cre dit by $l00,000, for a  tota l

15 amount of $125,000.

16 18. S ta ff re comme nds  tha t the  pe rforma nce  bond or s ight dra ft le tte r of cre dit ne e ds  to

17 incre a s e  in incre me nts  e qua l to 50 pe rce nt of the  tota l minimum bond or s ight dra ft le tte r a mount

18 when the  tota l amount of the  advances , depos its , and prepayments  is  within 10 pe rcent of the  tota l

19 minimum bond a mount.

20 19. S ta ff furthe r re comme nds  the  minimum bond or irre voca ble  s ight dra ft le tte r of cre dit

21 amount of $125,000 should be  increased if a t any time  it would be  insufficient to cove r prepayments

22 or de pos its  colle cte d from the  Applica nt's  cus tome rs . Furthe r, the  bond or s ight dra ft le tte r should be

23 incre a s e d in incre me nts  of $62,500. This  incre a s e  s hould occur whe n the  tota l a mount of the

24 advances , deposits , and prepayments  is  within $12,500 of the  bond or irrevocable  s ight dra ft le tte r of

25 credit amount

26 20. S ta ff re comme nds  tha t purs ua nt to Arizona  Adminis tra tive  Code  ("A.A.C.") R-14-2

27 1107 , if Ma trix de s ire s  to  d is con tinue  s e rvice  in  Arizona  it mus t file  a n  a pp lica tion  with  the

28 Commis s ion , a nd  notify its  cus tome rs  a nd  the  Commis s ion  s ixty (60) da ys  prior to  filing  the

DECIS ION NO 69944
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1 a pplica tion to dis continue  s e rvice . Furthe r, S ta ff s ta te s  tha t pursua nt to the  a bove  me ntione d rule ,

2 Ma trix's  fa ilure  to me e t the  re quire me nt will re s ult in a  forfe iture  of Ma trix's  pe rforma nce  bond or

8

9 than its total service long-run incremental costs of providing service.

10 23. Matrix's proposed rates are for competitive services. In general, rates for competitive

l l services are not set according to the rate of return regulation.

12 24. Matrix will have to compete with incumbent local exchange canters ("ILE Cs") and

13 various local exchange carriers ("CLECs") and interexchange carriers currently providing service.

Matrix's fair value rate base ("FVRB") is zero.

3 s ight dra ft le tte r of credit.

4 21. S ta ff a ls o re comme nds  tha t Ma trix provide  proof of its  pe rforma nce  bond or s ight

5 dra ft le tte r of cre dit within 365 da ys  of the  e ffe ctive  da te  of a n Orde r in this  ma tte r or thirty (30) da ys

6 prior to the  provis ion of s e rvice , whiche ve r come s  firs t, a nd the  bond or s ight dra ft le tte r of cre dit

7 should rema in in e ffect until furthe r Orde r of the  Commiss ion.

22. Pursua nt to A.A.C. R14-2-1109, Ma trix ma y cha rge  ra te s  for se rvice  tha t a re  not le s s

14 25.

15 26. Give n the  compe titive  ma rke ts  in  which Ma trix will ope ra te , Ma trix's  FVRB is  too

16 sma ll to be  use ful in a  fa ir va lue  a na lys is .

17 27. S ta ff re vie we d Ma trix's  propos e d ra te s  a nd the  ra te s  a re  compa ra ble  with  ra te s

18 cha rge d by compe titive  loca l ca rrie rs , loca l incumbe nt ca rrie rs  a nd ma jor long dis ta nce  ca n'ie rs

19 ope ra ting in Arizona .

28.20 P urs ua nt to  A.A.C. R14-2-1308(A) a nd fe de ra l la ws  a nd rule s , Ma trix will ma ke

21 numbe r porta bility a va ila ble  to fa cilita te  the  a bility of the  cus tome r to s witch be twe e n a uthorize d

22 loca l ca rrie rs  with in  a  g ive n wire  ce nte r without cha nging the ir te le phone  numbe r a nd without

23 impa irme nt to qua lity, functiona lity, re lia bility or conve nie nce  of use .

24 29. In complia nce  with A.A.C. R14-2-1204, a ll te le communica tions  se rvice  provide rs  tha t

25 inte rconne ct into the  public switche d ne twork sha ll provide  funding for the  Arizona  Unive rsa l Fund

2 6  ("AUS F "). Ma trix will contribute  to  the  AUS F a s  re quire d  by the  A.A.C., a nd s ha ll ma ke  the

27 necessa ry monthly payments  a s  required unde r A.A.C. R-14-2-1204 (B).

28 30. S ta ff re comme nds  tha t in  a re a s  whe re  Ma trix is  the  only loca l e xcha nge  s e rvice

5 DECIS ION NO. 69944
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1

2

31.

32.

6

7

33.

1 0

11

12

13

14

1 5

16

provide r, Ma trix s hould be  prohibite d from ba rring a cce s s  to a lte rna tive  loca l e xcha nge  s e rvice

provide rs  who wish to se rve  the  a rea

Ma trix will provide  a ll cus tome rs  with 911 a nd E911 s e rvice  whe re  a va ila ble , or will

4 coordina te  with ILE Cs , and emergency se rvice  provide rs  to facilita te  the  se rvice

Pursuant to pa s t Commiss ion Decis ions , Ma trix may offe r cus tom loca l a rea  s igna ling

services  such as  Ca lle r ID and Ca ll Blocking, so long as  the  cus tomer is  able  to block or unblock each

individua l ca ll a t no a dditiona l cos t

Ma trix mus t a lso offe r La s t Ca ll Re turn se rvice  which will not a llow the  re turn of ca lls

9 to te lephone  numbers  tha t have  the  privacy indica tor activa ted

34. Ma trix ha s  re que s te d tha t its  te le communica tions  se rvice s  in Arizona  be  cla ss ifie d a s

compe titive . S ta ff recommends  tha t Ma trix's  proposed se rvices  be  cla ss ified a s  compe titive  because

the re  a re  a lte rna tive s  to Ma trix's  s e rvice s , ILE Cs  hold a  virtua l monopoly in loca l ma rke ts , Ma trix

will have  to convince  cus tomers  to purchase  its  se rvices , Ma trix has  no ability to adve rse ly a ffect the

loca l e xcha nge  s e rvice  ma rke t a s  s e ve ra l CLECs  a nd loca l e xcha nge  re s e lle rs  a ls o provide  loca l

exchange  se rvices , and Matrix will the re fore  have  no marke t power in those  loca l exchange  marke ts

where  a lte rna tive  providers  to te lecommunica tions  se rvices  exis ts

17 Co mp la in t In fo rma tio n

1 8

1 9

20

21

22

23

24 38.

26

Matrix has  not had an applica tion for se rvice  denied, or revoked, in any s ta te

Matrix does  not have  any outs tanding compla ints  in Arizona

37. S ince  2001, the  Fe de ra l Communica tions  Commiss ion ("FCC") ha s  is sue d 13 orde rs

re s olving informa l compla ints  from cus tome rs  a ga ins t Ma trix. Ea ch of the  compla ints  a lle ge d tha t

Ma trix s witche d the  s ubs cribe r's  prima ry inte re xcha nge  ca rrie r without prope r a uthoriza tion a nd

the re fore  viola te d the  FCC's  "s la mming" rule s

The  FCC denied or found to be  re solved nine  (9) of the  thirteen (la ) compla ints

39. The  FCC found tha t out of the  four (4) re ma ining compla ints , thre e  (3) we re  found to

te chnica lly viola te  the  FCC's  s la mming rule s  a nd re sulte d from Ma trix's  re lia nce  on a  third pa rty to

27

28

ve rify the  subscribe r's  inte nt to switch his  or he r ca rrie r to Ma trix

40. Ma trix's  witne ss  te s tifie d tha t Ma trix s till use s  the  third pa rty ve rifica tion proce ss , but

DECIS ION NO 69944
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2

5

f
£1
l
8
I3

4
i

I
\

s5

6

7

8

9

1 tha t it no longe r us e s  the  s a me  third pa rty ve rifie r re fe rre d to in the  FCC Orde r.

41 . In  2001,  the  F CC is s ue d  a n  O rde r of F orfe iture ,  find ing  tha t Ma trix v io la te d  S e c tion

the  FCC's  rule s , by fa iling to ma ke  the  re quire d pa yme nts  to the  unive rsa l s e rvice  support progra ms .2

42 . In  th e  No tic e  o f Ap p a re n t Lia b ility ("NAL") le a d in g  to  th e  O rd e r o f F o rfe itu re ,  th e

F CC found Ma trix lia b le  for a  forfe itu re  in  the  a m ount of $113 ,000  for its  fa ilu re  to  m a ke  re quire d

unive rs a l s e rvice  contributions  in Nove mbe r a nd De ce mbe r 1999.3

43. In  its  re s p o n s e  to  th e  NAL,  Ma trix  a s s e rte d  th a t  th e  fo rfe itu re  a m o u n t s h o u ld  b e

re duce d or re s c inde d be ca us e  the  a m ount wa s  too  h igh a nd be ca us e  due  to  its  fina nc ia l condition ,

s
s
t

15

Matrix's witness Ms. Dana Hoy1e7

10 Matrix was unable to pay such a large amount.4

l l 44. The FCC noted that the NAL calculated the forfeiture amount taking into

12 consideration "Matrix's significant efforts to satisfy its universal service obligations" and "in

13 recognition of those efforts, [the FCC] applied a downward adjustment of $76,614 to the proposed

14 forfeiture, a reduction of over 40 percent."5

45. The FCC Order also found that Matrix was financially capable of paying the $113,000

16 forfeiture amount based on a review of Matrix's assets and that the forfeiture amount was

17 "substantially less than one percent of Matrix's annual gross revenues."6

18 46. testified that the payment arrangement with the

19 FCC to pay off the forfeiture amount was "worked out" by prior management and that she did not

20 know the details of the payment plan, but that she believed all arrearages had been paid.

47. In its order, the FCC cited with approval the efforts of the new Platinum Equity,

22 LLC* ("Platinum"), ownership and management both to put in remedial compliance measures and to

23 pay overdue amounts.

2 1

f 24

25

26

27

3 See Matrix Telecom, Inc., File No. EB-00-IH-0057, Forfeiture Order, FCC 01-48, 16 FCC Red 10553.
Id.

4 Id.
5 Id.
6 Id.
aMs. Hoyle is Manager of Regulatory Affairs for Matrix
s Platinum Equity LLC is the parent company for Matrix. Platinum has approximately 357 legal entities worldwide
including holding companies and operating companies and is in the business of buying and selling companies.

2 8

7 DE C IS IO N NO . 69944
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48.

49.

4

5

6

7

8

1 0

11

1 2

1 3 52.

1 5 53.

16

1 7

1 8

1 9

20 54.

2 1

22

55.

Ms. Hoyle  te s tifie d tha t Ma trix is  curre nt on its  unive rsa l fund pa yme nts , but tha t she

2 did not che ck tha t informa tion be fore  the  he a ring. (Tr. Pg. 53, line s  20-25)

Ms . Hoyle  a ls o te s tifie d tha t Ma trix ha s  hire d a  cons ulta nt compa ny fa milia r with

re gula tory complia nce  to ha ndle  its  pa yme nts  to the  unive rs a l s e rvice  fund progra ms . (Tr. P g. 43

line s  l-7)

50. In  1995 , the  FCC is s ue d  a  NAL a lle g ing  tha t Ma trix ha d  cha nge d  the  p rima ry

inte rexchange  ca rrie r of one  its  cus tomers  without obta ining prope r authoriza tion to do so Ma trix

la te r ente red into a  Consent Decree  re solving a ll the  a llega tions  s ta ted in the  NAL, with no finding of

9 wrongdoing. (Applica nt's  a pplica tion A-11)

51 In 1993, the  FCC is s ue d a  le tte r of a dmonition to  Ma trix for the  form of Ma trix's

Le tte r of Age ncy ("LOA"), which wa s  us e d to s ign up ne w long dis ta nce  cus tome rs . (Applica nt's

a pplica tion A-l l)

Ma trix's  witne ss  te s tifie d tha t the  compa ny no longe r use s  tha t LOA a nd tha t its  ne w

14 LOA mee ts  the  requirements  of a ll fede ra l and s ta te  laws . (Tr. Pg. 25, line s  1-12)

Ma trix's  a pplica tion a ls o s ta te s  tha t it ha s  "pe riodica lly be e n the  s ubje ct of informa l

cus tome r compla ints " file d with the  othe r s ta te  Commiss ions . Ma trix s ta te s  tha t the re  we re  twe nty

two (22) infonna l compla ints  file d in 2005 a nd 28 infonna l compla ints  in 2006. Ma trix re porte d tha t

a ll but one  of the s e  compla ints  ha d be e n re s olve d a nd tha t the  compa ny is  wa iting on a dditiona l

informa tion in orde r to be  able  to re solve  the  remaining compla int

Ma trix's  a pplica tion dis cus s e d Ne xtira One , a  forme r s ubs idia ry of P la tinum Equity

LLC ("P la tinum"), which ha d ple d  guilty to  wire  fra ud for ove r b illing  the  U.S . gove rnme nt for

NextiraOne  ente red into a  P lea  Agreement with the  FCC and NextiraOne  was  required

24 to pa y a  fine  of $1,818,380 a nd cla ims  tota ling $2.6 million to the  FCC

56. Matrix's  witness , Sa lly Ward, senior lega l ana lys t and a ss is tant secre ta ry for P la tinum25

26

27
S ee  Ma trix Te lecom, Inc., File  No. EnF-96-02, Notice  of Appa rent Lia bility for Forfe iture , DA 95-2421, ll FCC Red

1258 (Com Car. Bur 1995)
NextiraOne des igned a  telecommunica tions  pla tform tha t a llowed certa in Native-American tribes  to access  the Internet

The U.S. government has  a  program for funding such telecommunications  services  for schools  and libraries

8 DECIS ION NO. 69944
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I testified that NextiraOne was a subsidiary of Platinum, but that it was sold by Platinum on April 30,

2 2006. (Tr. Pg. 57, lines 1-14) Ms. Ward also testified that under Platinum's corporate structure each

3 subsidiary operates either as its own distinct legal entity or group of entities for the operating

4 company, and they operate independently from one another. (Tr. Pg. 58, lines 19-25 and pg. 59, lines

5 1-6)

6 57. Ms. Ward testified that she was unaware of the plea agreement between NextiraOne

7 and the FCC until immediately before NextiraOne was sold. She stated that NextiraOne had its own

8 staff; general counsel and legal department and therefore NextiraOne would not have had a need to

9 "come up to Platinum" regarding the plea agreement. Further, she testified that Platinum leaves the

10 day-to-day operations to its affiliates, but that during the ordinary course in a divestiture, Platinum

ll would have to disclose to a potential buyer any new litigation involving NextiraOne, and since

12 Platinum was negotiating with a buyer to sell NextiraOne, the plea agreement would have been sent

13 up to Platinum at some point. (Tr. Pg. 70, lines 1-15, Tr. pg. 75, lines 4-25, Tr. pg. 76, lines 1-2)

14 58. Ms. Ward stated that she did not have any knowledge as to whether Platinum

15 participated in the negotiations of the plea agreement. (Tr. pg. 70, lines 19-22)

16 59. Ms. Ward further stated that Platinum is approximately a $2 billion corporation and at

17 the time NextiraOne entered into the plea agreement it was approximately a $1 billion corporation.

18 (Tr. pg. 74, lines 3-18)

19 60. Ms. Hoyle testified that Matrix does provide some of the same telecommunications

20 services to schools and libraries such as those involved in the NextiraOne plea agreement, but that all

21 of its billing is done consistent with FCC mies and regulations. She further testified that Matrix's

22 business with schools and libraries amounted to a small portion of Matrix's business, and was less

23 than $200,000 for 2006 to 2007. (Tr. Pg. 27, lines 1-25; Tr. Pg. 29, lines l 6-25) Additionally, she

24 stated that Matrix hired her as manager of regulatory affairs as a part of its steps towards ensuring

25 compliance. (Tr. Pg. 28, lines l-7)

26 61. Staff"s Report noted that at the time Matrix filed its application in this matter that Mr.

27 Paul Bird was Matrix's senior vice president of technology, and that Mr. Bird had been employed

28 with NextiraOne, as its Director of Networks, during the time of the plea agreement. Staff" s Report
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1 s ta te d tha t Mr. Bird a nd his  te a m de s igne d the  te le communica tions  pla tform tha t a llowe d ce rta in

2 Na tive -Ame rica n tribe s  to a cce ss  the  inte rne t

62. At he a ring, Ms . Hoyle  te s tifie d tha t Mr. Bird wa s  no longe r e mploye d by Ma trix a nd

4 tha t s he  did not know whe re  he  is  curre ntly e mploye d. (Tr. pg. 28, line s  ll-22)

63. S ta ffs  Re port a lso s ta te d tha t one  curre nt office r of Ma trix, Eva  Ka la wski, a  dire ctor

6 a  vice  pre s ide nt a nd s e cre ta ry for P la tinum, wa s  e mploye d (for a bout te n months ) by Ne xtira One

7 during the  re le va nt time  pe riod of the  ple a  a gre e me nt. Ms . Ka la ws ki s e rve d a s  vice  pre s ide nt a nd

8 se cre ta ry a t Ne xtira One  from April 2002 to April 2006 whe n it wa s  sold

64. Ms . Wa rd  te s tifie d  tha t a s  a  pa rt o f Ms . Ka la ws ki's  du tie s  with  P la tinum, Ms

10 Ka la wski would a t time s  se rve  a s  a n office r for va rious  P la tinum a ffilia te s . for a dminis tra tive  e a se  in

l l the  buying a nd se lling of compa nie s . Howe ve r, the  witne ss  s ta te d she  did not be lie ve  Ms . Ka la wski

12 would ha ve  be e n fa milia r with the  da y-to-da y ope ra tions  of Ne xtria One  or a ny a ffilia te

65. S ta ffs  witne s s  te s tifie d tha t ba s e d on S ta ffs  re vie w of the  informa tion s upplie d by

14 Ma trix a nd its  own inde pe nde nt re se a rch, S ta ff conclude d tha t a t this  time  the re  is  one  pe rson who

wa s  with Ne xtira One  during the  re le va nt time  pe riod of the  ple a  a gre e me nt who is  curre ntly with

P la tinum, but tha t the re  is  no one  who wa s  with Ne xtira One  who is  curre ntly e mploye d with Ma trix16

17

18

19

20

21

S ta ffs  witn e s s  te s tifie d  th a t b a s e d  o n o n  Ma trix

NextiraOne  and P la tinum, S ta ff concluded tha t the  activitie s  involving NextiraOne  were  removed and

s e pa ra te  from Ma trix. (Tr. pg. 83, line  l-3) S ta ffs  witne s s  furthe r te s tifie d tha t if the  Commis s ion

de nie s  Ma trix's  a pplica tion in this  ma tte r, tha t Trins ic's  cus tome rs  will be  without s e rvice . (Tr. pg

(Tr. Pg. 84, line s  1-5)

66. S ta ffs  re s e a rch conducte d

22 85, line  l-12)

23 67. S ta ff re comme nds  a pprova l of Ma trix's  a pplica tion for a  CC&N to provide  intra s ta te

ZN te le communica tions  se rvice s . S ta ff furthe r re comme nds

25

26

27

(a ) Tha t Ma trix comply with a ll Commis s ion Rule s , Orde rs  a nd othe r re quire me nts
re levant to the  provis ion of the  intras ta te  te lecommunica tions  se rvices

(b) Tha t Ma trix a bide  by the  qua lity of s e rvice  s ta nda rds  tha t we re  a pprove d by the
Commiss ion for Qwes t in Docke t No. T-0105 IB-93-0183
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(c) Tha t Matrix be  prohibited from ba rring access  to a lte rna tive  loca l exchange  se rvice
provide rs  who wis h to s e rve  a re a s  whe re  Ma trix is  the  only provide r of the  loca l
exchange  se rvice  facilitie s ,

(d) Tha t Ma trix be  required to notify the  Commiss ion immedia te ly upon changes  to its
name, address or te lephone number,

(e ) Tha t Ma trix coope ra te  with Commis s ion inve s tiga tions  including, but not limite d
to cus tomer compla ints ,

(f) Tha t a lthough S ta ff cons ide re d the  fa ir va lue  ra te  ba se  informa tion submitte d by
Ma trix, the  fa ir va lue  informa tion provide d should not be  give n subs ta ntia l we ight
in this  a na lys is ,

(g) Tha t Ma trix offe r Ca lle r ID with the  ca pa bility to toggle  be twe e n blocking a nd
unblocking the  transmission of the  te lephone  number a t no charge ,

(h) Tha t Ma trix offe r La s t Ca ll Re turn s e rvice  tha t will not re turn ca lls  to te le phone
numbers  tha t have  the  privacy indica tor activa ted, and

(i) Tha t Ma trix be  authorized to discount its  ra te s  and se rvice  cha rges  to the  margina l
cos t of providing the  se rvices .

1

2

3

4

5

6

7

8

9

10

11

12

13

14 68.

(1) Tha t Ma trix docke t conforming ta riffs  for loca l e xcha nge  s e rvice  within 365 da ys  of
the  e ffe ctive  da te  of a  De cis ion in this  ma tte r or 30 da ys  prior to providing se rvice  in
Arizona , whiche ve r come s  firs t. Additiona lly, the  ta riffs  submitte d to the  Commiss ion
should coincide  with the  applica tion in this  ma tte r.

S ta ff furthe r re comme nds  tha t Ma trix comply with the  following conditions  within the

15 time fra me s  outline d be low, or Ma trix's C C &N s hould be  cons ide re d null a nd void, a fte r due  proce s s :

16

17

l b

19

20

21

22

23

24

(2) Ma trix s ha ll:

(a ) Procure , a t its  discre tion, e ithe r a  pe rformance  bond or irrevocable  s ight dra ft le tte r
of cre dit e qua l to $125,000. The  minimum pe rforma nce  bond or irre voca ble  s ight
dra ft le tte r of cre dit a mount of $125,000 s hould be  incre a s e d if a t a ny time  it
would be  insufficie nt to cove r a dva nce s , de pos its , a nd/or pre pa yme nts  colle cte d
from Ma trix's  cus tome rs . The  pe rforma nce  bond or irre voca ble  s ight dra ft le tte r
of cre dit a mount s hould be  incre a s e d in incre me nts  of $62,500. The  increase
should occur whe n die  tota l a motuit of a dva nce s , de pos its , a nd pre pa yme nts  is
within $12,500 of the  pe rforma nce  bond or irre voca ble  s ight dra ft le tte r of cre dit
amount.

25

26

27

28

(b) Docke t proof of the  pe rforma nce  bond or irre voca ble  s ight dra ft le tte r of cre dit
within 365 da ys  of the  e ffe ctive  da te  of a  De cis ion in this  ma tte r or 30 da ys  prior
to the  provis ion of s e rvice , whiche ve r come s  firs t. The  pe rforma nce  bond or
irre voca ble  s ight dra ft le tte r of cre dit mus t re ma in in e ffe ct until iilrthe r Orde r of
the  Commiss ion.
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2

3

4

1 Analvs is

69. Ba se d on the  se riousne ss  of the  compla ints  tha t ha ve  be e n tile d a ga ins t Ma trix, this

Commiss ion must ensure  tha t consumers  in Arizona  will be  protected from activitie s  tha t viola te  s ta te

a nd fe de ra l la ws . Ba s e d on the  fa cts  s e t forth be low, gre a te r s crutiny a nd ove rs ight of Ma trix's

6

5 opera tions  in Arizona  is  required.

70. In 2001, the  FCC found tha t in thre e  (3) ca s e s  Ma trix viola te d the  FCC's  s la mming

7 rule s . The  FCC found tha t the  thre e  (3) compla ints  ce nte re d a round Ma trix's  re lia nce  on a  third-pa rty

8 to ve rify te le phone  numbe rs  to be  s witche d. The  fa cts  s how tha t a lthough Ma rx is  not us ing the

9 same  third pa rty cited by the  FCC, it is  s till us ing the  same  process  to ve rify whe the r cus tomers  want

10 to be  s witche d to Ma trix.

Also in 2001, Ma trix wa s  fine d a  forfe iture  a mount of $113,000 for its  fa ilure  to ma ke

12 time ly pa yme nts  to  the  unive rs a l s e rvice  fund. In  re cognition  of Ma trix's  e fforts  to  s a tis fy the

13 unive rsa l fund se rvice  obliga tions , the  FCC re duce d the  forfe iture  a mount by more  tha n $70,000 or

14 by 40 pe rce nt. The  fa cts  show tha t Ma trix, ha s  hire d a  consulta nt firm to ha ndle  future  pa yme nts  to

15 the  unive rs a l s e rvice  fund a nd cre a te d the  pos ition of ma na ge r of re gula tory a ffa irs  to oversee

16 compliance .

17 72. In 1993 a nd 1995, Ma trix e nte re d into a  Cons e nt De cre e  with the  FCC re la ting to

18 a lle ga tions  of "s la mming" a s  we ll a s  the  FCC is sue d a  le tte r of a dmonition to Ma trix for its  use  of a

19 LOA tha t viola te d fe de ra l a nd s ta te  la ws .

20 73. In light of the  need to provide  Trinisc's  cus tomers  with continued se rvice  and Ma trix's

21 e fforts  towa rds  complia nce , Ma rx's  a pplica tion  s hould  be  a pprove d  with  the  conditions  a nd

22 re quire me nts  re comme nde d by S ta ff a nd with the  following a dditiona l conditions :

1 1 71.

23

24

1) Matrix sha ll tile  with the  Commiss ion, a s  a  compliance  item, qua rte rly upda tes  on any
compla ints  tile d a ga ins t Ma trix through De ce mbe r 31, 2009, with the  firs t qua rte r
report to be  filed in January 2008, and

25
2 ) If a t a n y time  d u rin g  th e two ye a r pe riod , S ta ff be lie ve s  tha t Ma trix is  ou t o f

compliance  with Commission, federa l or s ta te  rules  and laws, S ta ff sha ll seek an Order
to Show Ca use  tha t re quire s  Ma trix to a ppe a r a nd show ca use  why its  CC&N should
not be  revoked

69944
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74. S ta ffs  re comme nda tions . with  the  a dditiona l conditions  s e t forth  he re in . a re

2 reasonable and should be adopted

3

4

75.

76.

5 should be approved

The rates proposed by the filing are  for competitive services

Applicant's  ra tes , a s  they appear in its  proposed ta riffs , a re  jus t and reasonable  and

6 CONCLUSIONS OF LAW

7

9

Applica nt is  a  public s e rvice  corpora tion within the  me a ning of Article  XV of die

8

The  Commis s ion ha s  juris diction ove r Applica nt a nd the  s ubje ct ma tte r of the2

10 applica tion

11 3

12 4

Notice  of the  applica tion was given in accordance with the  law

13 CC&N to provide competitive te lecommunications services

Pursua nt to Article  XV of Me  Arizona  Cons titution. a s  we ll a s  the  Arizona  Re vise d14

15 Sta tutes , it is  in the  public interest for Applicant to provide  the  te lecommunications services  se t forth

16 in its  applica tion

617

18

Applica nt is  a  fit a nd prope r e ntity to re ce ive  a  CC&N a uthorizing it to provide

competitive  facilities-based local exchange te lecommunications services in Arizona, subject to Staffs

19 recommendations and the additional conditions set forth herein

20 7 The  te lecommunica tions  se rvices  tha t Applicant intends  to provide  a re  compe titive

21 within Arizona

22 8

23

24

25

26

Pursuant to Article  XV of the  Arizona  Constitution as  we ll a s  the  Competitive  Rules

it is  just and reasonable and in the public interest for Applicant to establish rates and charges that are

not le ss  than the  Applicant's  tota l se rvice  long-run incrementa l cos ts  of providing the  compe titive

services approved herein

9 Staff recommendations, with the  additional conditions set forth herein. are  reasonable

27 and should be adopted

28
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3

4

5

6

IT IS  THEREFORE ORDERED tha t the  a pplica tion of Ma trix Te le com Inc., d/b/a Ma trix

Bus ine s s  Te chnologie s  for a  Ce rtifica te  of Conve nie nce  a nd Ne ce s s ity for a uthority to provide

compe titive  facilitie s -based loca l exchange  te lecommunica tions  se rvice s  within the  S ta te  of Arizona

is  he re by gra nte d subje ct to S ta ffs  conditions  in Findings  of Fa cts  No. 67 a nd 68, nd a s  se t forth in

the  following Orde ring pa ragraphs

IT IS  FURTHER ORDERED tha t Ma trix Te le com, Inc., d/b/a Ma trix Bus ine ss  Te chnologie s

8 a s  a  complia nce  ite m in  this  docke t, qua rte rly upda te s  on a ny

9 compla ints  file d a ga ins t Ma trix through De ce mbe r 2009, with the  firs t qua rte rly re port to be  file d in

10 J a nua ry 2008

11

12

s ha ll tile  with  Docke t Con tro l,

1 4

17

20

22

24

26

27
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IN WITNES S  WHEREOF, 1, DEAN s . MILLER, Inte rim
Executive  Director of the  Arizona  Corpora tion Commis s ion,
have hereunto set my hand and caused the official seal of the
Commiss ion to be  aftixeat the  Capitol, in the  City of Phoenix,
this | 19-1~day o f_ Q Q ,  .  , 2 0 0 7 .

INTERIM EXECUTIVE DIRECTOR

DIS S ENT

DIS S ENT
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/ f

COMMISSIONERCHAIRMAN

/ 4
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BY ORDER OF THE ARIZONA CORPORATION COMMISSION.

1 IT IS  FURTHER ORDERED tha t the  Commis s ion's  Utilitie s  Divis ion s ha ll monitor the

2 quarterly filings  ordered herein, and if at any time through December 2009, Staff believes  that Matrix

3 is  out of compliance with Commiss ion, federal or s tate rules  and laws , Staff shall seek an Order to

4 Show Cause  tha t requires  Matrix Telecom, Inc., d/b/a Matrix Business  Technologies  to appear and

5 show cause why its  CC&N should not be revoked.

6 IT IS FURTHER ORDERED that this  Decis ion shall become effective immediately.

7

8

9

1 0
'

1 3

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28
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MATRIX TELECOM, INC. D/B/A MATRIX
BUSINESS TECHNOLOGIES
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1 S ERVICE LIS T FOR:

2

3

4

5

6

Da na  Hoyle
MATRIX TELECOM, INC n
7171 Fores t Lane , Suite  700
Da lla s , TX 75230

7

8

9

Michael W. Patten
ROSHKA, DEWULF & PATTEN
400 E. Van Buren, Suite 800
Phoenix, AZ 85004
Attorney for Matrix Telecom, Inc.

10

11

12

Chris tophe r Ke e le y, Chie f Couns e l
Legal Division
ARIZONA CORPORATION COMMISSION
1200 West Washington Street
Phoenix, AZ 85007

13

14

15

Ernes t G. J ohns on, Director
Utilitie s  Divis ion
AR IZO NA C O R P O R ATIO N C O MMIS S IO N
1200 Wes t Was hington S tree t
P hoe nix, AZ 85007

16

17

18

19

20

21

22

23

24

25

26

27

28
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